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as the improved governmental practices it has left in 
its wake. 

It seems apparent that the states are experiencing a 
period of transition. Their future sovereignty depends 
upon their present action. They may carry on the pro- 
gressive governmental programs developed by the fed- 
eral government, and thereby retain the full force and 
authority of “states’ rights”—of course this will con- 
tinue only “to the extent that they (governmental 
race | can be kept effectual.” Or they may pas- 
sively accept the alternative—the continued and in- 
creased centralization of authority in the national 


government. 
Hubert J. Pedersen 
Los Angeles, California 


LETTERS 


Reader speaks up 
Dear Sir: 

It was with a sense of eager anticipation that I began 
to read Mr. William L. Chenery’s article, “The States 
Will Survive,” in the August issue of Stare Govern- 
MENT. I was not disappointed. The subject was ap- 
proached in a most concrete and interesting fashion. It 
was biased, yet sincere; conservative, yet admitting, 
with qualifications, possible virtues in recent changes 
in federal-state-local relationships. 

Obviously, the author is a strong advocate of local 
self-determination in government. Still, he rationally 
states, although with reserve, that (only) “to the extent 
that they can be kept effectual, | enjoy seeing . . . gov- 
ernmental functions performed by local representa- 
tives.” I am convinced the converse of that statement 
is the very basis for the so-called wholesale centraliza- 
tion of governmental activities and control. The early 
’30’s found most states totally unprepared and ill- 
equipped to cope long with the unusual economic and 
social problems thrust upon them. Naturally, therefore, 
when grants-in-aid were made available, the states 
readily accepted a measure of federal supervision in 
return for federal money. 

Although the cost may have been terrific, federal 
supervision has at times required, and at other times 
given impetus to, drastically improved state organiza- 
tion, administration, and personnel standards and pro- 
cedures. Thus, while increased federal authority has 
been repellent to the “home rule” advocate, even he 
must surely acknowledge the timely need for it, as well 
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A POINT OF PERSONAL PRIVILEGE 


Around the Country 


Wars and rumors of wars have focused public atten- 
tion on the national and international scene. Informa- 
tion about the states and their activities has been buried 
on the inside pages of newspapers. Yet the states con- 
tinue to perform much the same functions through 
emergencies and crises. Here are some items from the 
press of the nation which you may have missed: 


Salt Lake City Tribune: The Utah Committee on 
Interstate Cooperation, which was created by the 1939 
legislature to work out problems arising between this 
and other states, held its organization meeting Satur- 
day at the capitol. 

Attorney General Joseph Chez, designated some time 
ago as chairman of the group, presided at the meeting, 
and was authorized to name a committee of five on 
agenda. 


New York Wall Street Journal: In our opinion, the 
importance of free commerce among the states can 
hardly be exaggerated. The immediate effect of these 
barrier laws and regulations—a vicious circle of retalia- 
tion which constricts markets, artificially raises prices 
to consumers and leaves goods to rot in the hands of 
producers—is bad enough. The ultimate effect of com- 
petition among the respective legislatures to exclude 
the products of other states could well be such an 
aggrandisement of the federal power as would reduce 
state sovereignty to the level of county administration. 


Illinois State News: Illinois, with 15,100 units of 
local government, has more separate governmental 
divisions than any other state, a study by the Illinois 
Tax Commission reveals. 

Kansas ranks second among the states in total num- 
ber of units with 11,073; Minnesota third with 10,409 
and Missouri fourth with 10,190. New York, most 
populous of states, is fifth with 9,609 while Texas, 
largest state in area, stands tenth with 7,106 govern- 
mental divisions. Pennsylvania, which also outranks 
Illinois in population is twelfth with 5,279 units. Rhode 
Island, smallest state, has the least number, 93. 


Editor and Publisher: Alabama is the latest to join 
the list of states which have appropriated funds for 
advertising campaigns. Both houses of the legislature 
passed the Beck bill which appropriates $240,000 over 
a four year period to be used in advertising the state’s 
resources, bidding for more tourist traffic and new in- 
dustries. The bill has gone to Governor Frank Dixon, 
a strong supporter of the measure, whose signature is 
a foregone conclusion. 


Contributors and Articles 


LeLanp Spencer's “Public Regulation of the Milk In- 
dustry,” offers a comprehensive survey of legislative 
trends and court decisions on milk control. The author, 
who is Professor of Marketing at Cornell University 
and one of the foremost authorities in the country on 
milk marketing, has focused his attention on milk reg- 
ulations which are directed toward increasing the in- 
come of dairy farmers. Legislators and administrators 
who are concerned with milk control, will find useful 
criteria for future public action in the long-term objec- 
tives Professor Spencer sets forth. This article is par- 
ticularly timely, for it comes when a midwestern 
group of states is meeting to consider regional problems 
of milk control. 


Homer A. Ho tt, Governor of West Virginia, believes 
governmental services should be increased only when 
taxes can meet their costs and that taxation should be 
adequate to defray the cost of necessary and desirable 
public services. In “Governmental Services Cost 
Money,” he neither calls for curtailment of services nor 
for tax reduction. But he strongly advocates a “pay-as- 
you-go” program, and a broad tax base to focus the 
attention of the public on the cost of the services it 
receives. Governor Holt, a lawyer by vocation, served 
as Attorney-General of his state before winning election 
to his present office. 


Governor Hersert R. O’Conor contributes an article 
on public finance in Maryland, a state contiguous to 
West Virginia. Governor O’Conor, like Gevernor Holt, 
held the office of State Attorney-General before his elec- 
tion as Chief Executive of his state. His article entitled 
“As Good as U. S. Government Bonds,” however, deals 


with the new General Bonds recently issued by the — 


State of Maryland, and how they reflect the state’s 
credit rating. Throughout his discussion runs the same 
general theme emphasized by Governor Holt—adher- 
ence to a “pay-as-you-go” policy in the realm of public 
finance. 


WittuaM E. Treapway, though contributing for the 
first time to Stare GovERNMENT, is not a newcomer to 
the work of the Council of State Governments or a 
beginner in the movement toward more effective inter- 
state cooperation. A former Indiana legislator and a 
lawyer, he is at present serving as Executive Secretary 
to his State’s Commission on Interstate Cooperation. 
The Kentucky-Indiana border dispute, which he dis- 
cusses in “Indiana and Kentucky Get ‘Together,” is but 
one of the many interstate problems that Indiana has 
tackled in recent years with success. 
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THE GREATEST OF ALL REVOLUTIONS 
IN THE WHOLE HISTORY OF MAN- 
KIND IS THE ACCEPTANCE OF CREA- 
TIVE EVOLUTION AS THE PROPER 
ROLE OF MAN; FOR THIS WILL EVEN- 
TUALLY TRANSFORM THE. SPIRIT 
AND THE INSTITUTIONS OF EDUCA- 
TION, OF INDUSTRY, AND OF GOV- 
ERNMENT, OPENING A BROAD WAY 
TO THE REALIZATION OF THE HIGH- 
EST AND FINEST VALUES OF HUMAN 
LIFE, IN A FORM OF ASSOCIATION 
WHERE LEADERS NO LONGER 
SCREAM AND CURSE AND THREAT- 
EN, AND WHERE MEN NO LONGER 
SHUFFLE, CRINGE, AND FEAR, BUT 
STAND ERECT IN DIGNITY AND LIB- 
ERTY AND SPEAK WITH CALM VOICES 
OF WHAT CLEAR EYES MAY SEE. 
CHARLES E. MERRIAM 
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PUBLIC REGULATION OF THE MILK INDUSTRY 


UBLIC regula- 
Prior of the 

milk indus- 
try in the United 
_ States began more 
than 80 years ago. 
At first certain 
cities and_ states, 
mostly in the 
north-eastern sec- 
tion of the coun- 
try, adopted regu- 
lations to safeguard 


Recent legislation aimed at raising farmers’ incomes 


By LELAND SPENCER 
Professor of Marketing, Cornell University 


Public regulation of the milk industry, partic- 
ularly measures directed toward the raising of 
prices to increase the income of the dairy 
farmers, has only recently been undertaken by 
state and Federal units of government. In 
this article Professor Spencer analyzes the 
developments in milk control since New 
York pioneered with price fixing legislation 
in 1933. Judicial interpretation of state and 
Federal powers in regard to the regulation of 
this intra- and inter-state problem are em- 
phasized in a discussion that points the way in 


long-term objectives to more adequate public . 


World War (1917- 
18). However, the 
experiences in that 
instance were so 
limited and so in- 
applicable to the 
recent situation 
that they have had 
little bearing upon 
the development 
of the present pro- 
grams. The reason 
for wartime price 


the public from control. 


milk-borne dis- 


fixing was to pre- 
vent too rapid ad- 


eases and from 

fraudulent practices such as the sale of watered 
or partially skimmed milk. Later on, but per- 
haps 20 or 30 years ago, some of the states began 
to supervise the weighing and testing of milk 
and to require dealers to furnish security for 
the amounts owed to farmers. Before 1933 the 
federal government participated in regulation 
of the milk industry only to the extent of 
cooperating with the states in eradication of 
certain diseases of cattle, notably bovine tuber- 
culosis, and in the development of certain 
standards and procedures for sanitary control 
of city milk supplies. 


Development of price-fixing programs 
The fixing of milk prices by public authority 
was resorted to for a brief time during the 


vances in prices. 
The present programs have had the opposite 
objective; namely, to raise milk prices by arbi- 
trary action and thereby to increase the incomes 
of dairy farmers who contribute to the city milk 
supplies. 

The current programs of milk price control 
may be said to have had their beginning in the 
Province of Manitoba, in the summer of 1932. 
At that time, the Municipal and Public Utility 
Board of the Province established minimum re- 
tail prices to be charged for milk in the City of 
Winnipeg, and minimum prices to be paid by 
the dealers to the farmers contributing to the 
milk supply of that city. In December of the 
same year, the Department of Agriculture and 
Markets of the State of Wisconsin issued an 
order to regulate the prices paid for milk by 
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Milwaukee dealers. This was done under 
authority of a general unfair trade practice law. 
A few months later, in April, 1933, an emer- 
gency milk control law, including authority for 
price fixing, was enacted in New York State. 

The New York legislation was based upon 
the findings and recommendations of a legisla- 
tive committee which had been investigating 
the milk situation in New York for nearly a 
year. The New York Milk Control Law, being 
the first of its kind, was widely copied in other 
states. Within two or three years, milk control 
legislation, including authority for price fixing, 
had been enacted in all the New England states, 
New Jersey, Pennsylvania, Virginia, Florida, 
Alabama, Ohio, Indiana, Montana, California, 
and Oregon, as well as in New York, Wiscon- 
sin, and a few other states. 

Since the New York Milk Control Law was 
the basis for so much of the legislation in other 
states, it may be well to outline its main provi- 
sions.’ Briefly, the New York Milk Control 
Law provided for state licensing of milk dealers 
and for license fees to cover the costs of admin- 
istration; the fixing of both farm and retail 
prices of milk throughout the state; the keeping 
of records and the filing of reports by dealers; 
and the suppression of destructive trade prac- 
tices. A special agency, a Milk Control Board 
consisting of the Commissioner of Agriculture 
and Markets, the Commissioner of Health, and 
one other member, was created to administer 
the provisions of the new law. 


Collective bargaining 

Originally adopted as a one-year emergency 
measure, the New York Milk Control Law was 
re-enacted annually for four years. In 1937, the 
authority for state-wide price fixing was al- 
lowed to expire. In its place there was enacted 
a piece of legislation that constitutes a signifi- 
cant departure in public control of the milk 
industry. The so-called Rogers-Allen Law 


'The Ohio legislation, which was in effect for only two 
years, differed from the general pattern that was followed 
in New York and other states. It resembled more closely 
the type of milk control program that was followed for a 
time by the federal government. 
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authorized the creation of producers’ bargain- 
ing agencies and distributors’ bargaining 
agencies. The obvious purpose was to encourage 
further development of collective bargaining. 
This law also authorized the Commissioner of 
Agriculture and Markets to institute a control — 
program in any market, upon petition by pro- 
ducers and approval of the proposed program 
by three-fourths of the producers voting in a 
referendum. Such market control programs in- 
clude the fixing of prices paid by dealers to 
farmers, but not retail prices. Orders issued 
under authority of this law may provide for 
market-wide equalization of returns from fluid 
sales and surplus. 


Federal milk control programs 


Federal milk control was inaugurated in the ~ 
summer of 1933 under authority of the Agri- 
cultural Adjustment Act. Although milk and 
its products were designated in the Act as a 
“basic agricultural commodity,” these products 
were never made the subject of processing taxes 
or production control programs as were wheat, 
cotton, rice, tobacco, and other crops. Instead, 
direct price fixing was the means chosen to 
raise the incomes of milk producers. At first, 
marketing agreements in which dealers and co- . 
operatives in various markets joined voluntarily 
with the Secretary of Agriculture, were tried 
out. These were supplemented by licenses which 
made the terms of the agreements applicable to 
all the distributors in the several markets. In 
general, these marketing agreements and _li- 
censes embodied the price plans which had been 
developed by the cooperative milk bargaining 
associations. Retail prices were fixed, as well 
as the prices farmers were to receive for milk. 
Some provision to restrain producers from in- 
creasing their output of milk was strongly 
urged by the federal authorities as a feature of 
all marketing agreements during that period. 
The basic-surplus price plan was included in 
most of the agreements, and was looked upon 
as a device for production control. 

From the date of passage of the Agricultural 
Adjustment Act, in May 1933, until the end of 

(Continued on page 187) 
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GOVERNMENTAL SERVICES COST MONEY 
Taxation should be adequate to defray public expenditures 


By HOMER A. HOLT* 
Governor of the State of West Virginia 


lic official in order to entertain a degree of 
, amazement at the impression so widely 
prevalent in some circles that taxation is the 
zenith of political evil. 
it would seem that this aversion to taxation 
may be due to some misconception of its prin- 
ciples. Some truths expressed in historic phrase- 
ology may contribute to that aversion. It is 
undoubtedly true that, “Taxation without repre- 
sentation is tyranny.” But that does not mean 
that all taxation is tyranny. In like manner 
there is legal truth in the judicial observation 
that, “The power to tax involves the power to 
destroy.” But that does not mean that all taxa- 
tion is destructive or that taxation may not be 
the means to beneficial social and governmental 
construction. 


Officials should explain taxes 


It occurs to me that public officials do not 


T Was not necessary for me to become a pub- 


take a defensive position in seeking to con-. 


tribute to a better popular understanding of the 
relation of taxes to modern governmental ser- 
vices. 

It is. not my purpose to present a technical 
discussion of taxation or to evaluate the various 
plans of the several states, their merits or de- 
merits. I dare say that there is not a state in 
the Union in which appreciable elements of the 
population and of the press do not complain 
about the burdens of taxation. I do not mean 
either a majority of the people or a majority of 
the press, though I think we will all agree that 
it is at Teast quite generally believed that a 
broadside criticism of the gross amount of taxes 


*This article has been condensed from Governor Holt’s 
address entitled “Taxation and Governmental Services” 
given before the 1939 Governors’ Conference at Albany, 
New York. 


laid and revenues expended, or a blanket sug- 
gestion for a reduction in taxes, strikes a popu- 
lar chord. 

Undoubtedly, this frequently expressed aver- 
sion to taxation serves a good purpose. It at 
least tends to keep public exactions and expendi- 
tures, however great the needs and however 
worthy the purposes, within the means of the 
taxpaying public. Public needs are constantly 
impressed upon public officials by their official 
observations and by the particular interests of 
their constituents. Were it not for the restrain- 
ing influence of this aversion to taxes, conscien- 
tious public officials might seek to attain obvi- 
ously needed governmental improvements and 
services which were beyond the means of the 
people. 

My purpose is to endeavor to demonstrate 
that sound public economy is not, or should not 
be, gauged solely by the amount of dollars pub- 
licly collected and expended, but that proper 
factors for consideration are the value of the 
services and the means of the people to support 
them. Sound public economy embodies the pro- 
per balancing of real public needs against rea- 
sonable public means and requires, of course, 
an efficient and thrifty management. 


What government does 


In the broadest sense, all governmental ac- 
tivities constitute services. On the other hand, 
there are governmental activities which are 
more immediately related to the simple admin- 
istration of justice and the preservation of or- 
der, the cost of which, in a sense, may be de- 
scribed as the overhead cost of government as 
distinguished from the costs of other activities 
which are more distinctly of the character of 
services to the individuals. 
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If we are to have government we cannot 
quibble about the cost of maintaining order or 
of administering justice. But there is some rea- 
sonable latitude in the extent to which we must 
go in making improvements and in furnishing 
services such as those pertaining to highways, 
public education, public health, public assistance 
or relief, parks, recreational facilities and the 
like; these are all activities generally considered 
advisable. Some are indispensably necessary. 
Yet, they are activities in which there can be 
some flexibility, though they make up the 
greater part of the cost of modern government. 

More than seventy per cent, or approximately 
three-fourths of West Virginia’s total revenues, 
including local’ revenues, but not including 
federal funds allocated to the State, are ex- 
pended for education, including elementary and 
high schools, colleges and the university, roads, 
public health and public assistance. 


Dirt roads to superhighways 

Let us consider first the matter of roads. We 
used to get along with common dirt roads, or 
roads improved to a standard far below that 
which is general today. Some of our earliest 
roads, even moderately improved, were built 
and maintained through tolls collected from 
their immediate users by the corporations or 
associations empowered to construct them. Even 
the toll roads, which were the pikes of the days 
gone by, involved investments negligible in 
comparison with those required for modern 
highway construction. These toll roads, while 
reasonably sufficient for then prevailing modes 
of travel, would now be regarded as entirely in- 
adequate. The practical utilization of the motor 
vehicle necessitated better highways. We have 
them and are building more. 

No one questions the value or importance of 
public education to our people and to our gov- 
ernment, though some may believe that it is 
being carried too far. We recognize the greatly 
increased school facilities now afforded and 
must also recognize the fact that the increased 
services have necessarily embodied increased 
aggregate expenditures. 

Twenty years ago in West Virginia the public 


STATE GOVERNMENT 


schools averaged a term of only six and one-half 

months. Terms in some districts, particularly . 
in the municipal areas were longer. In many 

of the rural areas the terms were decidedly 

shorter. We now have in West Virginia, gen- 

erally speaking, a nine months term throughout 

the state and the districts which have not uni- 

formly attained this standard have been few and 

their shortcomings quite limited. 

If our people want schools and want school 
systems as liberal as we now have, there is no 
vice in the taxation which is necessary to sup- 
port them. Through taxation there is merely 
made available more generally the facilities 
which formerly were had by fewer people and 
largely at private expense. Some of our people 
could afford private schooling. We think that 
our people today, as a group, are able to afford 
public schooling. If they are, then they are 
getting more education from the expenditure of 
the tax dollar than was ever received from the 
dollar privately expended for such purpose. 


The problem of public relief 
Though every one deplores the reduction of 
individual initiative and self reliance encour- 
aged by our present programs of public relief 
or assistance, and hopes for a better solution, 
there are few who feel that, for want of a better 
plan, all such expenditures should stop imme- 
diately. We know that sustaining employment 
is not available for all who are able to work 
and are desirous of working. No one begrudges 
the person involuntarily unemployed the meagre 
assistance that is provided at public expense. 
Again, because of the enormity of the prob- 
lem, government has been called upon to sub- 
stitute in large measure in the field which, 
while then smaller, was formerly occupied by 
private charity, which of course was not sufh- 
cient for the public need under conditions of 
the past ten years. My purpose here is not 
to discuss methods and means of improving our 
plans of relief but only to recognize the exist- 
ence of the problem and the inevitable cost 
of meeting it. 
Much progress has been made in recent years 
: (Continued on page 192) 
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“AS GOOD AS UV. S. GOVERNMENT BONDS” 


State bonds go at low interest rate 


By HERBERT R. O’CONOR 
Governor of the State of Maryland 


s coop as U. S. Government Bonds” is a 
saying that sometimes is applied to 
securities and other valuables of unim- 

peachable worth. “Better than U. S. Govern- 
ment Bonds” is a characterization that might, 
with reason, be applied to the new General 
Bonds of the State of Maryland authorized by 
the General Assembly of 1939. 

It will cost the State of Maryland only 1.24 
per cent per annum in interest for the $1,587,- 
000 worth of bonds that have been sold to date, 
the first instalment of the $4,130,000 issue 
authorized by the legislators. This is the lowest 
rate of interest which has ever been fixed for 
bonds for the State of Maryland. 

Federal rate higher 

Comparable Federal bonds, a check revealed, 
cost the United States Government on the same 
day approximately 1.48 per cent per annum, 
nearly one-quarter point more than the Mary- 
land bonds. | 

From these figures it would seem that the 
bankers of the country whose business it is to 
appraise the credit standing of the Government 
and of its many subdivisions, are of the opinion 
that Maryland’s credit standing is at the highest 
peak of its long and honorable history. It 
might even be inferred that they rate Mary- 
land’s credit ahead of the Federal Govern- 
ment’s. Certainly they have proven themselves 
not only willing, but anxious, to accept Mary- 
land’s financial obligations at a figure below 
that now quoted to the Federal Government 
itself. | 

Needless to say, such an estimate of the 
State’s financial standing is most heartening to 
the present State Administration, furnishing 
as is does, concrete evidence that the financial 


interests of the country are satisfied that Mary- 
land is on the right track again, financially. 
Like many another State, Maryland had slipped 
into questionable financial practices during the 
past six years. Under the pressure of continuing 
deficits in tax yields, and increasing demands 
for public assistance, gasoline tax receipts had 
been diverted to purposes of general state needs, 
instead of to the roads construction and main- 
tenance for which they were intended by law; 
borrowing to meet current State expenses had 
not only been resorted to, but had become cus- 
tom; little or no attempt had been made to 
balance the budget, and the general disposition 
would seem to have been to let future genera- 
tions worry about such things, rather than to 
attempt corrective measures now. 


“Pay-as-you-go” 

My campaign for the governorship was based 
on a very definite promise to do an about-face 
in State financing: to stop borrowing, to cease 
gasoline tax diversions and to balance the 
budget. To this end, immediately after the 
election, I appointed a Committee on Taxation 
and Revenue, whose recommendations were 
adopted almost completely by the Legislature, 
with the result that the “about-face” which had 
been promised, speedily became an actuality. 
After six years of straying from the path of 
financial rectitude, Maryland was once more 
on a “pay-as-you-go” basis. It wasn’t easy, of 


course, but we knew it had to be done sometime, 
and that it could not honestly be deferred. 


That the financial interests of the country 
recognized the importance of this changed State 
policy became apparent when bids were. re- 
quested on this first installment of State Bonds. 

(Continued on page 191) 
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INDIANA AND KENTUCKY GET TOGETHER 


Discuss jurisdiction of Green River Island 


By WILLIAM E. TREADWAY 


Executive Secretary, Indiana Commission on Interstate Cooperation 


FFICIALS representing Indiana and Ken- 
() tucky met at Louisville on September 


11, 1939, in a new approach toward the 
solution of a century-old boundary problem. 
Years ago, the Ohio River changed its channel 
in such a way as to leave attached permanently 
to the Indiana shore what had been Green River 
Island. This former island is now a tract some 
five miles in length and a mile in width, lying 
south and east of Evansville. 


Lost boundary 

Kentucky’s sovereignty over such lands was 
adjudicated by Chief Justice Marshall in 1820. 
The principle then laid down that the boundary 
of Kentucky extends to the low-water mark on 
the north side of the river as it existed in 1792 
when Kentucky became a state, has controlled 
all subsequent litigation. However, the exact 
location of the old low-water line is unknown, 
and a portion of the boundary at this point 
still is undefined by any mutually recognized 
survey. 

The first attempt at settlement of the boun- 
dary dispute occurred when the Kentucky Leg- 
islature in 1873 and the Indiana Legislature in 
1875 enacted a uniform law authorizing the 
respective Governors to appoint commissioners 
to ascertain the line. The commissioners, in 
following their instructions to be guided by 
government surveys, not only gave Kentucky 
what it had claimed, but additional land on the 
Indiana side between the agreed low-water 
mark and a meander line established by a gov- 
ernment surveyor in 1806. Governor Thomas A. 
Hendricks of Indiana, convinced that the com- 
missioners had based their report on an errone- 
ous assumption and unwilling to see it become 
conclusive as to the boundary, revoked his ap- 


pointment of the Indiana commissioner and 
directed him not to record the report for the 
reason that he had been stripped of authority. 
However, a duplicate copy was recorded in Ken- 
tucky. At the ensuing session of the Indiana 
Assembly the uniform law creating the com- 
mission was repealed, while at the next session 
of the Kentucky Legislature the report of the 
commission filed in Kentucky was ratified. 

This impasse reached the Supreme Court in 
1887 upon a suit brought by Indiana. In 1890. 
the Court upheld Kentucky’s claim to Green 
River Island and appointed a new boundary 
commission. A line thereafter was established in 
conformity to the earlier opinion of Justice 
Marshall, to the edge of the former island. The 
boundary from the “terminal” marker west- 
ward remains in dispute, and is receiving the 
attention of the present mediation. 

The question of adequate policing in the 
(Continued on page 191) 
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INDIANA AND KENTUCKY 
BOUNDARY MEDIATORS CONFER . 
Left to right: Senator W. H. O' Brien and Representative B. F. 
Harris of the Indiana Commission on Interstate Cooperation, 
and Revenue’ Commissioner H. Clyde Reeves of Kentucky. 
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WASHINGTON NEWS NOTES 
Uncertainty in salary tax policy; advance consent for compact refused 


By RICHARD SAUNDERS, Washington Correspondent 


Among the ques- 
tions arising from 
the public salary tax 
act, none seems more perplexing than the one 
concerning the penalty provision which is an 
attempt to prevent the states from collecting 
back income taxes on federal salaries. If a state 
should make such an attempt, the penalty clause 
would be invoked by the Secretary of the Treas- 
ury and all the employees of the state, as well as 
those of its local governments, would be made 
liable for back taxes. Certain types of federal 
employees who are not concerned with activities 
clearly governmental in character are exempted 
from the penalty provision. That is, the states 
may collect back taxes from them without sub- 
jecting their own employees to back federal 
taxes. The class of federal employees who may 
be taxed with impunity for years previous to 
the present one is not very well defined in the 
act and the Treasury Department has not as 
yet adopted any regulations that would guide 
the states in the matter. In the absence of such 
regulations, state officials do not know just 
how far they can go in collecting back taxes 
from federal employees connected with activi- 
ties not considered exempt before the new law 
was passed. 


Pros_eMs RAISED BY 
Pusiic SaALary Tax Act 


PRELIMINARY ACTION 
ON Tax REVISION 


Before drafting a report 
on the general subject of 
tax revision, the special 
tax subcommittee of the House Ways and 
Means Committee will conduct a series of hear- 
ings at which interested groups will be asked to 
present their views. In addition to the general 
subject, the subcommittee will consider the 
proposal for taxing public securities. This re- 
verses the usual procedure which is to prepare 
a tax bill and then invite testimony. Tax com- 
mittee sessions will start in November. 


FeperAL Grants-In-Aip_ A report prepared by 
SUMMARIZED IN Report the Division of State 

and Local Govern- 
ment of the Census Bureau shows that Federal 
grants-in-aid to the 48 states for highway ex- 
tensions, education, agriculture, and public as- 
sistance and relief totaled $564,807,000 in 1937. 
Of this, $317,409,000 was for highways; $24,- 
844,000 for education; $21,801,000 for agricul- 
ture; and $155,061,000 for public assistance 
and relief. It is shown in this recent report, 
the twelfth in a series of 22 reports on the 
finances of state governments, that grants-in-aid 
from the Federal Government have increased 
substantially since 1915. The revenue from this 
source comprised 13.9 per cent of all state rev- 
enues in 1937. In 1915 it only amounted to 1.2 
per cent of all state revenues. 


PRESIDENT CLARIFIES 
SratTe Compact Po.icy 


In refusing to sign 
the measure author- 
izing the states bor- 
dering the Atlantic to enter into a compact for 
the protection of marine fishing resources, the 
President prepared a memorandum of disap- 
proval outlining his views as to why he thought 
the proposal was not properly presented. He 
explained that the joint resolution was not in 
conformity with the usual and accepted method 
due to the fact that it lacked a provision requir- 
ing the approval of Congress of such compact 
or agreement after it had been approved by the 
states in final form. In his opinicn, it would be 
“unwise to establish the policy of granting in 
advance the consent of the Congress to inter- 
state compacts or agreements in connection 
with subjects described only in broad outline.” 
Since the measure was not signed within the 
required time it received, in effect, a veto. It 
is understood that the legislation will be rein- 
troduced next session in acceptable form. 
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ATTORNEY-GENERALS 


Interstate agreements for the transfer of dependents 


RESENT-DAY administration of public relief 
Pp to dependent persons is thwarted in many 
states by antiquated statutory provisions 
that set up qualifications on the basis of time 
spent within the community. The precedent for 
the enactment of this type of statute is found in 
the 17th century Poor Laws of England when 
the theory of strict local responsibility flour- 
ished. Migration of dependent persons has 
necessitated an examination of methods for the 
purpose of circumventing residence or settle- 
ment requirements in order that relief may be 
forthcoming to migrants. Attorney-Generals, 
desirous of acquainting themselves with the 
problem from the point of view of the welfare 
administrators and for the purpose of acting as 
legal advisers, have recently attended regional 
conferences sponsored by the American Public 
Welfare Association in the New England and 
Eastern areas. As a result, discussion centered on 
the consideration of interstate agreements which 
set forth procedural methods for the interstate 
transfer of dependents to their place of legal 
settlement. 


New York-Vermont agreement 


One such agreement is now in effect between 
the states of New York and Vermont wherein it 
is agreed that either state upon payment of the 
cost of transportation may transfer dependents 
back to their place of legal settlement. This 
agreement, while constituting a step in the 
right direction, is in reality a statement of the 
rights that existed prior to the agreement, for 
in framing the terms the parties were bound 
to keep within their respective legislative en- 
actments defining settlement and loss of settle- 
ment. For example, a person migrating from 
New York to Vermont would lose his settle- 
ment in New York after one year’s absence and 
would not gain settlement in Vermont until 
three years’ presence. Hence, after the duration 


of one year Vermont could not request that this 
person be transported back to the state of New 
York for that state is no longer responsible 
under the law. The result is that neither state 
is legally bound to provide relief and the agree- 
ment entered into in no way corrects this 
situation. 


Legislative ratification 

It is submitted that such agreements, if they 
are to be efficacious, must be of higher order 
than the state statutory enactments that pertain 
to loss of settlement. That is, legislative author- 
ity must be given to those entering into the 
agreements to revise the loss of settlement pro- 
visions with respect to dependents sought to be 
transferred. For example, if the agreement pro- 
vided that no settlement is lost until a new one 
is gained, authority to transfer would always 
exist, for theoretical settlement is gained at birth 
through inheritance. Whether such legislative 
powers could be delegated to the persons desig- 
nated to form agreements is doubtful, but ratifi- 
cation of the agreement by the legislature would 
cure this defect. 

There are, no doubt, other methods for treat- 
ing the problem of the dependent migrant. The 
National Association of Attorney-Generals, 
through their Advisory Committee on Public 
Assistance, of which the Council of State Gov- 
ernments is serving as secretariat, will devote 
their efforts toward the alleviation of the bur- 
dens existent under present relief administration 
laws. Mr. Fred K. Hoehler, Director of the 
American Public Welfare Association, and 
Chairman of the Advisory Committee, with the 
aid of Lawrence C. Jones, President of the Na- 
tional Association of Attorney-Generals, intends 
to issue findings of fact and proposals based 
thereon to the Attorney-Generals of the various 
states in order to enlist their aid in finding a 
satisfactory solution. | 
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PUBLIC REGULATION OF 
THE MILK INDUSTRY 


(Continued from page 180) - 


that year marketing agreements were approved 
for about thirty markets in all regions of the 
country. The activity was not limited to inter- 
state markets, but was extended to such places 
as Los Angeles, Des Moines, and Richmond, 
that were clearly intra-state markets. 

Early in 1934, a change of policy was an- 
nounced by the control authorities. No further 
marketing agreements of the 1933 style were 
approved and most of those previously issued 
were superseded by licenses of a different char- 
acter or were suspended. Eventually a plan of 
more direct control was developed. Under this 
plan, orders are issued by the Secretary of Agri- 
culture to govern the pricing of milk and re- 
lated activities in the various markets. Such 


orders are issued upon petition by producers 


contributing to the milk supply for a particular 
market and upon approval by two-thirds of 
the producers voting in referenda. 
Classified price plan 

In most cases the prices are established in 
accordance with the classified price plan, where- 
by a certain price is set for milk utilized in 
fluid sales, another for milk made into table 
cream, and still other prices for milk utilized 
in manufactured products such as evaporated 
milk, cheese, and butter. In some markets 
dealers are authorized to pay their patrons 
directly, on the basis of prices blended accord- 
ing to their own utilization. In other markets, 
such as Boston, New York, and Chicago, mar- 
ket-wide equalization is carried out through a 
producer settlement fund, under the supervision 
of the market administrator. Base and surplus 
plans or other devices for adjusting or re- 
straining production are not favored in the 
present federal milk control programs. The 
emphasis on simplification of the orders prob- 
ably is the chief reason for eliminating this 
feature. 

Retail prices of milk and cream are not fixed 
in the federal milk orders, but in a number of 


the markets where federal control is in effect, 
retail prices have been fixed by the state 
authorities. This is true, for example, in Boston, 
where retail prices are fixed by the Massachu- 
setts Milk Control Board. 

In formulating a program of milk control 
for any market at the present time, the federal 
authorities give chief consideration to the rec- 
ommendations of the milk producers’ associa- 
tion. Dealers and others are given an opportu- 
nity to express their views at public hearings, 
but the adoption of the control program is no 
longer dependent upon the dealers’ approval. 


From the very beginning, difficult legal ques- 
tions were raised concerning both state and 
federal milk control. A large amount of litiga- 
tion has been encountered in attempts to enforce 
the regulations. The legal staff of the New 
York Milk Control Board was especially active 


in the early years, and carried a number of’ 


cases to the U. S. Supreme Court. That fact, 
together with the writer’s greater familiarity 
with the New York cases, will explain why 
numerous references are made to them here. 

The question as to whether either Congress 
or the state legislatures had constitutional 
authority to fix the price of a commodity, such 
as milk, was raised in numerous cases through- 
out the country. This issue was brought before 
the U. S. Supreme Court in the Nebbia Case, 
which was decided on March 5, 1934. The 
affirmative decision of the Court in that case 
gave a considerable impetus to milk control 
activities on the part of both the state and the 
federal governments. 

Another important issue to which the legal 
staffs concerned with milk control gave much 
attention for several years had to do with the 
respective jurisdictions of the federal and state 
authorities. When the first milk control law 
was drafted in New York State, it was recog- 
nized that the fixing of prices for milk pur- 
chased outside the state might be construed as 
unwarranted interference with inter-state com- 
merce. This issue soon came before the U. S. 


Supreme Court in the Seelig Case. The unfavor- 
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able decision of the Court in that case (March 
4, 1935) interposed a serious obstacle to further 
enforcement by state authorities of prices for 
milk coming into their respective markets from 
other states. From that time on, it was evident 
that state control could not function success- 
fully in inter-state markets except in conjunc- 
tion with federal control. 

Constitutional limitations as to federal juris- 
diction with reference to milk that is marketed 
in the same state where produced has not come 
squarely before the U. S. Supreme Court as yet. 
However, in its decision on the Rock Royal 
Case (June 5, 1939) the Court indicated that 
Congress has the power to regulate the prices 
of all milk coming to an inter-state market 
(that is, a market that receives supplies from 
more than one state), including milk that does 
not cross state lines at all. In the last few years, 
the federal authorities have not undertaken any 
milk control programs in purely intra-state 
‘markets. On the other hand, they have adopted 
a favorable attitude toward joint federal and 
state control of inter-state markets, such as 
Boston, New York, and Fort Wayne. 


Distributors’ profits 

A third important legal question had to do 
with the obligation of public authorities that 
indulge in price fixing to allow a “fair return” 
on the investments of distributors. In the case 
of Hegeman vs. Baldwin (decided November 
5, 1934), the highest court held that the New 
York Milk Control Board was not obligated 
to set prices so as to yield profits to all distribu- 
tors. This case came to the Court at a time 
when the state was fixing minimum retail prices 
for milk, as well as minimum prices to be paid 
by dealers to farmers. Of course, different ques- 
tions would be raised in case maximum retail 
prices were set. 

Another highly important legal issue relates 
to the socalled market-wide equalization of 
returns from fluid sales and surplus. Although 
provision for this has been made in many of the 
marketing agreements, licenses, and orders in 
federally controlled markets, the issue first came 
before the U. S. Supreme Court in the Hood 
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and Rock Royal Cases in March, 1939. In those 
cases, the power of the government to require 
adjustments in the payments to producers so as 
to eliminate the effect of differences in utiliza- 
tion of milk by various dealers was upheld by 
the Court. 

The decisions of the U. S. Supreme Court in 
the Hood and Rock Royal Cases were of great 
importance to the future of milk control. In 
addition to sustaining the principle and proce- 
dure of equalization, they reaffirmed the au- 
thority of the federal government, as well as 
the states, to fix the price of milk without limi- 
tation to periods of emergency. 

Thus a number of the major legal questions 
relating to public control of milk prices have 
been answered conclusively. The control agen- 
cies now have a much firmer legal basis for 
their activities than heretofore. Undoubtedly 
other important issues will arise, however, and 
will have to be carried to the U. S. Supreme 


Court for ultimate decision. One of these has ~ 


to do with the assignment of quotas to the 
producers and the payment of lower prices for 
milk delivered in excess of the assigned quotas. 
The U. S. Supreme Court has already recog- 
nized the validity of quotas for tobacco growers, 
but it is possible that different questions might 
be raised with respect to milk producers’ quotas. 
Closely related to this is the question as to how 
farm milk control agencies and health authori- 
ties may go in withholding licenses or permits 
from producers and dealers who want them. 

There is a definite possibility that a period 
of rising prices may result in milk control 
agencies being authorized to fix maximum retail 
prices for milk. When that occurs, middle- 
men surely will demand that the spread be- 
tween farm and retail prices be made such as 
to allow them a fair return on their investment. 
It is not unlikely that cases relating to this prob- 
lem will require much attention from the courts 
in the next few years. 

Already there have been several cases in the 
lower courts, in which the action of milk con- 
trol authorities in fixing higher prices for milk 
sold in paper containers has been challenged. 
Sooner or later some of these cases will be 
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brought to the highest court for determination. 
A somewhat similar issue arises from differences 
of opinion as to the proper relationship between 
retail prices for milk sold over the counter 
at stores and for milk delivered to the custom- 
er’s doorstep on retail routes. The tendency of 
- the state milk control boards has been to reduce 
or to eliminate the difference in price for the 
two types of service. Eventually the courts will 
have to enunciate some definite principle to be 
followed by the control authorities in establish- 
ing prices or charges for different services, 
grades, containers, and the like.’ 


Significant effects of milk control 


There can be no doubt that the state and 
federal milk control programs have brought 
higher returns to the farmers for their milk, 
at least for a time. The exact amount of these 
gains cannot be stated because the farm price 
of milk in the various milk sheds has also 
been affected by the trend of commodity prices 
in general, by local business conditions and 
employment, by the weather, and other factors. 


In general, the producers in “deficit” areas, such 


as Massachusetts and New Jersey, have bene- 
fited more than those in “surplus” areas, such 
as New York and Vermont. Under the most 
favorable circumstances, producers may have 
gained as much as 25 cents per hundred-weight 
from the price-fixing program throughout the 
period of its applications. In less favorable situ- 
ations, the advantage to producers may have 
ranged from nothing up to 10 or 15 cents per 
hundred-weight. 
Whether the prices received by farmers for 
milk will average higher in the long run due 
to milk control may be doubted, but probably 
can be answered in the affirmative. It is cer- 
tain, however, that some of the early gains will 
be offset due to the fact that the arbitrary lifting 
of prices has stimulated production and at the 
same time has curtailed the consumption of 
fluid milk and cream to some extent. Prices to 
consumers have been higher as a result of the 


1In Borden’s Farm Products Co. vs. TenEyck, the U. S. 
Supreme Court upheld a variation in price to be charged 
the consumer between dealers who had and dealers who 
had not well advertised trade names. 


milk control programs, but again the long-time 
result will be modified because of larger sup- 
plies induced by the higher payments to 
farmers. 

Should the milk control programs be con- 
tinued for many years, as now appears prob- 
able, they may bring important changes in the 
trade organization for marketing milk. Since 
public control of milk prices was begun in 1933 
a considerable increase in the number of dis- 
tributors has been noted in some markets, more 
particularly in those where retail prices of milk 
are fixed. Probably this would have happened 
without control, due to the efforts of unem- 
ployed milkmen to make a place for themselves, 
and to the high level of labor earnings estab- 
lished by the drivers’ unions. In some markets, 
however, the control authorities have estab- 
lished spreads wide enough to allow very satis- 
factory profits and to attract additional dis- 
tributors into the field. 

Where dealers’ buying prices, but not retail 
prices, are fixed, the control programs will tend 
in the long run to eliminate many of the smaller 
distributors. Enforcing uniform prices for fluid 
milk works strangely in this direction since 
it wipes out a competitive advantage hereto- 
fore enjoyed by many of the smaller dealers. 
In a few instances the large marketing organiza- 
tions are further helped by special compensa- 
tion for marketing services such as the diver- 
sion of surplus milk to manufacturing plants. 
The policy of restrictive licensing of milk 
dealers, which is followed in at least some of 
the states, also works toward the concentration 
of business in fewer hands. 

It is not clear as yet what the ultimate effects 
of milk control will be with respect to the 
milk producers’ organizations. As previously 
indicated, the federal program is giving a 
prominent place to these associations. In gen- 
eral, the state programs of milk control have 
made no special provisions for cooperatives, 
except to authorize pooling and deductions for 
capital and operating expenses. In addition the 
New York law now authorizes cooperative 
associations of producers to join together for 
collective bargaining. The equalization of re- 
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turns from fluid sales and surplus, which is 
provided for in a number of markets under 
federal control, and in some of the state pro- 
grams, is favorable to the cooperatives, as are 
the special payments sometimes allowed in 
compensation for cooperative services. 

Public control of the prices and marketing 
of milk has developed so recently that the poli- 
cies and procedures have not yet been estab- 
lished on a permanent basis. It is now time 
that all who are interested in the milk problem, 
and more especially those who are directly re- 
sponsible for the policies and procedures of 
milk control, should give serious thought to 
the long-term objectives and to the selection 
of methods most suitable for their attainment. 

The following problems are among the more 
important ones to which the milk control off- 
cials, legislators, and others who are interested 
will need to give attention in the coming years: 

1. To develop a good administrative organi- 
zation, with capable, trained, and experienced 
personnel. Federal administration has been 
notably handicapped because of remote control 
and delay in reaching decisions on urgent prob- 
lems. In some instances, state control has suf- 
fered from political influences and shortage of 
capable personnel. 

2. To perfect a procedure for establishing 
fair prices for milk and for adjusting these 
prices promptly as conditions change. There 
is much room for improvement in this particu- 
lar. Among other things, improved statistical 
services are needed. 

3. To maintain a reasonable equity among 
producers and among dealers. This requires 
fairness in establishing price differentials, de- 
ductions, and special service payments, as well 
as prompt, impartial enforcement of all rules. 

4. To maintain the milk producers’ incomes 
in a proper relationship to costs of living and 
production, and to the incomes from other 
branches of agriculture in the region. 

5. To keep the supply of milk for each mar- 
ket in close adjustment to the consumption of 
fluid milk (and cream), so that consumers will 
not be inconvenienced by shortages, nor pro- 
ducers’ returns depressed by large surpluses. 
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This largely depends on success with item 2. 

6. To maintain or increase the consumption 
of fluid milk and cream. 

7. To provide consumers with a choice of 
grades, services, and the like, at prices properly 
related to the necessary cost thereof. 

8. To eliminate any regulations or enforce- 
ment procedures that tend to discourage or re- 
press the initiative of dealers and other market- 
ing agencies in developing improved methods 
and devices. ' 

9. To eliminate any features of the price sys- 
tem or marketing plan that tend to encourage 
inefficient or wasteful methods of marketing. 

10. To devise and encourage the adoption of 
improved organization, methods, and equip- 
ment that will result in more efficient market- 
ing and a narrowing of the price spread between 
farmer and consumer. 

It is not to be expected that rapid progress 
will be made toward the attainment of all these 
objectives. However, milk control is much more 
likely to develop along constructive lines if the 
main purposes and policies are clearly defined. 
It is hoped that the suggestions offered here will 
contribute to that result. 


DAIRY CONFERENCE 


A Regional Conference on Dairy Problems, 
called by the Council of State Governments at 
the request of the Indiana Commission on In- 
terstate Cooperation, will be held in Chicago, 
October 6 and 7. State sanitary inspection prac- 
tices, and their effect on the interstate market- 
ing of milk and sweet cream, will be the prob- 
lems on which the delegates will particularly 
focus their attention. 

The Conference will be attended by repre- 
sentatives of the Commissions on Interstate Co- 
operation and state public health officials from 
nine states—Illinois, Indiana, lowa, Kentucky, 
Michigan, Minnesota, Ohio, Tennessee, and 
Wisconsin. Representatives of the U. S. Public 
Health Service, the Department of Agriculture, 
experts on milk marketing, and officers of pro- 
ducers’ and dealers’ associations will attend. 
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“AS GOOD AS U. S. GOVERN- 
MENT BONDS” 
(Continued from page 183) 


In our advertisements for proposals for these 
bonds, bidders were requested to name the rate 
of interest the bonds should bear, providing the 
rates were in multiples of one-quarter of one 
per cent; and the amount of the bids would 
produce not less than par value of the bonds. 

The successful bidder offered a price of 
$1,587,915.70, or the equivalent of $100.0577 for 
each $100.00 par value of bonds, with interest at 
1% per cent. The slight premium received 
made the cost to the State less than 1% per cent, 
or 1.24 per cent. The last previous issue of bonds 
of Maryland bore 1% per cent coupons, and the 
price received made the cost to the State 1.48 
per cent. 

In six months, we had gone a long way to- 
wards overcoming the financial mistakes of the 
past six years. Now that we again are “in the 
black” this Administration will be most careful 
to see that our splendid credit rating is main- 
tained without any suggestion of blemish. New 
capital expenditures will be avoided except 
when the public good absolutely demands them. 


INDIANA AND KENTUCKY 
GET TOGETHER 
(Continued from page 184) 


former island area is of primary importance. 
Kentucky officers have been reluctant to patrol 
the tract separated from their mainland by the 
river, and Indiana officials have been powerless 
to do so. As a result, the area is resorted to by 
a lawless element, menacing public safety. 
At the Louisville meeting, a cooperative 
spirit was demonstrated which promises an 
early adjustment of these long-standing ills. 
Kentucky officials are making a thorough study 
of their existing powers to deal with the situa- 
tion, and will take immediate steps to improve 
conditions. A further meeting is contemplated 
in anticipation of the next legislative sessions 


to determine what, if any, reciprocal enactments 
may be required to obtain a more efficient law 
enforcement in this border area. 

Conferees at the recent meeting were Senator 
Jacob Weiss, Senator W. H. O’Brien, and Repre- 
sentative B. F. Harris, of the Indiana Commis- 
sion on Interstate Cooperation, and Hon. H. 
Clyde Reeves, Commissioner of Revenue, Hon. 
W. F. O’Neill, Assistant Attorney General, and 
Major W. H. Hansen, Director State Highway 
Patrol, representing the Kentucky Commission. 
Hubert R. Gallagher, Assistant Director of the 
Council of State Governments, attended as an 
observer for the Council of State Governments. 


KANSAS-MISSOURI BOUNDARY 
QUESTION 


The shifting of channels is not an uncommon 
occurrence in broad flattened river valleys. Re- 
cently a short section of the Missouri River 
deviated from its course, and two thousand 
acres of land formerly on the Kansas bank 
passed by accretion to the Missouri side. Resi- 
dents of Missouri's Holt County took over these 
new lands and the county deeded them to the 
claimants. | 

The 1939 Kansas Legislature passed a statute 
calling on the State Attorney General to com- 
mence proceedings against the State of Missouri 
in the United States Supreme Court, and appro- 
priated $15,000 for this purppse. The statute was 
modified, however, by a proviso that “no suit 
shall be commenced or money appropriated 
herein expended until efforts have failed to set- 
tle said dispute by agreement with the State of 
Missouri.” 

Missouri’s Attorney General has no authority 
to negotiate any agreement on this matter. The 
Kansas Legislative Council has approved, there- 
fore, a resolution introduced by the Commission 
on Interstate Cooperation to call on the Council 
of State Governments “to arrange a conference 
to work out the boundary dispute” in the hope 
of averting Court proceedings on a dispute 
which is subject to direct interstate negotiation. 
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GOVERNMENTAL SERVICES COST MONEY 
(Continued from page 182) 


in the matter of public health and physical 
rehabilitation. We have immunization against 
contagious diseases, services to rehabilitate 
crippled children and even adults, and various 
activities of disease prevention. I believe that 
public health and physical rehabilitation are 
probably yet our most undeveloped fields for 
real constructive governmental service. Public 
health and physical rehabilitation cost money 
and that means taxation. But does any one 
doubt their value? 

Many states have found it necessary, for the 
protection and convenience of the people, to 
provide for a state constabulary. This is a de- 
velopment of comparatively recent years which 
requires an appreciable expenditure, though I 
know that in our state this service is highly 
appreciated. 

Much interest is now taken in state parks 
and public recreational facilities. These activi- 
ties are not entirely self-supporting and, to a 
degree, are dependent upon taxation. 

I have sought to illustrate our problem by 
some of our larger outlays. I have not mentioned 
our humane institutions, homes for correc- 
tion, penal institutions, hospitals for the men- 
tally ill, hospitals for those afflicted with 
tuberculosis, sanitariums and similar instru- 
mentalities. 


Relief necessary; education vital 

May I say further, that I consider, for the 
time, reasonably adequate relief, and, for the 
future, as in the past, reasonable popular educa- 
tion, to be as indispensable to our democracy 
as are our activities for maintaining order and 
administering justice. Widespread want and 
widespread ignorance would, in time, destroy 
our democratic government. 

We hear much about “hidden” taxes, as 
though public officials were seeking to impose a 
burden stealthily. I do not know of anything so 
secretive about taxation. Of course the busi- 
ness man who pays a license tax embodies it 
in his overhead and treats it as a factor in fixing 


the market price of his product. In other words, 
it is not unlike his rent or the cost of his goods 
or labor. He must recover these items of ex- 
pense before he realizes any net income or 
profit for himself. These items, naturally in 
so far as possible, are passed on to the ultimate 
consumer by whom this tax may be considered 
a “hidden” one. Taxation involves something 
more than theoretical results. I see no particular 
stigma to a so-called hidden tax. It is little more 
than a tax at the source which, in the long run, 
affords a wider distribution of the tax burden, 
a result which seems desirable. 

Taxation should not exceed the reasonable 
means of the people upon whom it is imposed 
and who get the benefit of the governmental 
services furnished thereby. Taxes should be 
collected and expended without waste and with 
efficiency comparable to that of a well-ordered 
business. My point is that the gross number 
of dollars collected and expended is a very poor 
measure of either extravagance or economy. 
First, the needs and services, and then the 
efficiency by which they are met and rendered, 
must be considered. The proportional extrava- 
gance in the expenditure of a million dollars 
may be more than in the expenditure of ten 
million dollars. Ten million dollars may be 
expended with no less governmental economy 
than one million. Whether the services are 
needed and desired, and are within the means 
of the taxpaying public are the important ques- 
tions. Even though, for the purposes of dis- 
cussion, it may be conceded that government 
administration is not quite so exact or efficient 
as that of large business organizations, it can 
very readily be demonstrated that the amount 
of the gross tax burden chargeable to inefficiency 
is relatively negligible. 

In applying the foregoing principles, the 
presence or absence of a satisfactory measure 
of the means of the people to provide the de- 
sired services is immediately suggested. This 
is, of course, a very practical matter. | 

The surest way that I know of keeping the 


expenditures within the means of the people 
and of insuring appropriate economy in public 
spending is to operate on the plan of pay-as- 
you go. With a broad tax base, that is. every- 
body paying some taxes, it is not likely that 
expenditures will go far beyond the means of 
the people or that any great extravagances will 
long continue. It is then better understood 
that the management of government is not 
unlike the management of the ordinary house- 
hold in that the conveniences enjoyed must be 
measured by the means available to procure 
them, and that the conveniences must be limited 
to the means or the means extended. 


State credit should be used wisely 

By this I do not mean that there is not a 
proper place in our state governments for the 
utilization of state credit. Certain needs can 
be met through public credit with sound public 
economy, just as well as in private business. 
Improvements of a permanent character and of 
relatively long utility, such as roads and public 
buildings, may justify the utilization of the 
State’s credit. 

Services currently utilized should be main- 
tained by current collections in order that all 
the people who are paying or who will ulti- 
mately pay may currently determine the extent 
to which they are able and willing to support 
such services. 

When the great masses of the people are led 
to believe that public expenditures are made 
from other people’s money and that someone 
else will do the paying, we are not likely to have 
a very sound governmental economy. We can 
“soak the rich” all we please, but that will not 
maintain government on present standards. 
There are not enough rich to pay the bill for 
any extended period of time, not even if the 
“soaking” amounts to confiscation. 

In private affairs, many personal notes have 
been paid by accommodation endorsers. If we 
endorse all public expenditures which utilize 
public credit, thinking that the other man will 
pay the bill when it becomes due, many of us 
are in for a rude awakening on pay day. 

My limited experience in public life has 


caused me to believe that there is one place in 
which we frequently fall short. It is our duty 
to respect and perpetuate our democratic ideals. 
We must do not only what our constituents 
want, we must help them in determining what 
their real wants are in the light of their 
reciprocal responsibilities. We must be frank 
with them and let them know the part they play 
in their government. I know of nothing that 
can be more stabilizing in the matter of taxa- 
tion than to encourage the people to think of 
their wants in government in terms of the cost 
to them if those wants are supplied. 

It is the duty of public servants to provide 
for their constituents the services they want, 
and in the amount desired, if the constituents 
can afford them and are willing to pay for them. 
Unless they are informed, they are ill-equipped 
to weigh the benefits against the costs and to 
transmit their real wishes to their representa- 
tives. 

Those of us in public office have the facts 
and information at hand and should aid in the 
general dissemination of such information. The 
dissemination may well be in the form of simple 
facts and statistics and need not take on the 
complexion of political propaganda. 

It would be too much to even hope for ideal 
results from an effort to convey such informa- 
tion and to promote such a philosophy. It is 
not too much to expect great improvement. The 
real good to be derived from a better public 
understanding of the relation between taxation 
and governmental services will not be so much 
in the form of money saved or the increased 
service rendered. It will be reflected in greater 
confidence in our democratic institutions and 
a firmer faith in our governmental processes. 
This is an objective which, in my opinion, 


should not be neglected. 
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